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FISCAL SUMMARY

ESTIMATED NET EFFECT ON GENERAL REVENUE FUND

FUND AFFECTED FY 2004 FY 2005 FY 2006

General Revenue ($11,700,000) ($18,227,000) ($18,368,000)

Total Estimated 
Net Effect on 
General Revenue
Fund ($11,700,000) ($18,227,000) ($18,368,000)

ESTIMATED NET EFFECT ON OTHER STATE FUNDS

FUND AFFECTED FY 2004 FY 2005 FY 2006

Total Estimated 
Net Effect on Other
State Funds $0 $0 $0

Numbers within parentheses: ( ) indicate costs or losses.
This fiscal note contains 4 pages.
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ESTIMATED NET EFFECT ON FEDERAL FUNDS

FUND AFFECTED FY 2004 FY 2005 FY 2006

Total Estimated
Net Effect on All
Federal Funds $0 $0 $0

ESTIMATED NET EFFECT ON LOCAL FUNDS

FUND AFFECTED FY 2004 FY 2005 FY 2006

Local Government $0 $0 $0

FISCAL ANALYSIS

ASSUMPTION

Officials of the Office of Administration - Division of Budget and Planning (BAP) assume
this bill would lower the corporate income tax rate from 6.25% to 5.25%.  The revenue estimate
being used by the Governor and the General Assembly for net corporate income is as follows:

FY 2004 $111.1
FY 2005 $113.3
FY 2006 $115.6

As this represents a 16% rate reduction, the revenue loss, absent timing adjustments, would be:

FY 2004 $17.8
FY 2005 $18.1
FY 2006 $18.5

Missouri corporations are allowed to start their fiscal year on the month of their choice.  About
half use a calendar year fiscal year and the other half are spread throughout the year.  For this
purpose, BAP assumes that about 67% of the first year impact would be felt in the first year FY
2004 or about $11.7 million.
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ASSUMPTION (continued)

Note:  The Governor’s legislative package proposes to reduce the corporate income tax rate from
6.25% to 5.25%.  This rate reduction would result in the loss of $28 million in FY 2004 if
coupled with the Governor’s other proposals with respect to the corporate income tax.  These are:
mandating use of the “Three Factor Formula” for computing Missouri state taxable income, and
disallowing federal “bonus depreciation” beyond FY 2003.

Officials of the Department of Revenue (DOR) state this legislation will decrease the corporate
income tax rate from 6 ¼% to 5 ¼%.  This change will have minimum impact to DOR.  DOR
will need to modify the corporate tax form and the COINS system.  However, DOR believes the
cost of these changes is minimal and can be absorbed with existing resources.  DOR assumes the
BAP should estimate the revenue impact.

This proposal would reduce Total State Revenue.

FISCAL IMPACT - State Government FY 2004 FY 2005 FY 2006

GENERAL REVENUE FUND

Loss - General Revenue
   Reduction in corporate tax rate ($11,700,000) ($18,227,000) ($18,368,000)

ESTIMATED NET EFFECT ON THE
GENERAL REVENUE FUND ($11,700,000) ($18,227,000) ($18,368,000)

FISCAL IMPACT - Local Government FY 2004 FY 2005 FY 2006

$0 $0 $0
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FISCAL IMPACT - Small Business

Small businesses that are incorporated would benefit from the reduction in corporate income tax.

DESCRIPTION

This proposal reduces the corporate income tax rate from 6.25% to 5.25% for tax years beginning
on or after July 1, 2003.

The proposal contains an emergency clause. 

This legislation is not federally mandated, would not duplicate any other program and would not
require additional capital improvements or rental space.

SOURCES OF INFORMATION

Department of Revenue
Office of Administration 
    Division of Budget and Planning

Mickey Wilson, CPA

Director

February 24, 2003


